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Chapter Comm 111
CERTIFIED CAPITAL COMPANIES

Comm111.01  Purpose. Comm 111.06 Operation of certified capital companies.

Comm 111.02  Definitions. Comm 111.07 Reporting requirements and fees.

Comm 111.03  Certification of certified capital companies. Comm 111.08  Distributions.

Comm 111.04 Investments in certified capital companies. Comm 111.09 Documentation and records requirements.

Comm 111.05 Qualified businesses. Comm 111.10 Compliance reviews; decertification; disqualification.

Note: Chapter Comm il was created as an emgency rule dective July 23, or more of the voting securities ahother person, except that no
1999. personshall be presumed to control another pesdaly by rea

Comm 111.01 Purpose. The purpose of this chapter is toSonof Tgldlng an di"ual posmsn \é\"th that pers;)n.
establish th@rocedures for the administration of certified capital (%) “Department” means the department of commerce.

companiesby the department of commerce, as provided by ss. (10) “Employee”means a full-time employee of the business,

560.30to 560.38, Stats. aperson leased to the business, and a person from whom the busi
History: Cr. RegisterJanuary2000, No. 529, &2-1-00. nessobtains servicesecessary to its day-to—day operations on an
independentontractor basis.
Comm 111.02 Definitions. In this chapter (11) “Equity rights” means the receipt or creation of an equity
(1) “Affiliate” has the meaning specified in s. 560.30 (1)nterestin a qualified business.
Stats. (12) “Equity sale participation rights” means conversion

Note: Section 560.30 (1) "Afliate” means with respect to a certified captait  optionsof debt, to convert all or portion of the debt to the quali

panyor a certified investorany of the following: - : f ) [
(a) A person whadirectly or indirectly owns, controls, or holds power to vote, fied Wisconsin business'stock or other ownership interest, then

10%or more ofthe outstanding voting securities or other voting ownership-intefO participate in the sale of the stock or other ownership interest
estsof the certified capital company or certified investor of the qualified Vi6consin business.

b) A person, 10% of whose outstanding voting securitieshar voting owner « . . e . "

gh)ipin?erests are directly or indirectly owr?ed, co%trolled or held with gower to vote (13) Equity security of a qualified business mean_galty )

by the certified capital company or certified investor rights, net profit interests, warrants for future ownership, equity
(c) A person directly or indirectly controlling, controlled, ly under common - sagle participation rights, equity rights, or othgmilar rights as
controlwith, the certified capital company or certified investor determinedy the department

(d) A partnership in which the certified capital companygertified investor is a y p : . .
generalpartner (14) “GAAP” means generally accepted accounting -prin
(e) A person who is an fi€er, directoror agent of the certified capital company ciples

or certified investaror is an immediate family member of such dicef, director :

or agent. (15) "In need of venture capital” means that the qualified
(2) “Affiliate of an insurance company” has the meaningusinessequires debt oequity funds, or both, for working capi
specifiedin s. 560.30 (1), Stats. tal, expansion, research and development, sat@sth, or mod

(3) “Capitalization” means, with respect to a CAPCO, the surifnizationof current operations.
of certified capital investments received by the CAPCO, and the(16) “Investmentin a CAPCO” for the purpose of earning tax
CAPCO's stockholders’, partners’, or members’ equiigthe creditsor reductions under s. 76.635 (2), Stats., medranaae

casemay be, as determined in accordance with GAAP tion that, in substance and in form, is the investment of cash in
(4) "Certified capital company ‘CAPCO" has the meaninggXchangeor any of the following:
unders. 560.30 (2), Stats. (&) Common stock, partnership or membership interest, pre

Note: Section 560.30 (2) “Certified capital company” means a person that Hrredstock, or an equivalent ownership interest BAPCO, or

beencertified by the department under560.31, Stats., and that has not been decerti (b) A debt instrument that a certified capital company issues

fied under s. 560.37 (3) or (3m), Stats.. . - .
(5) “Certified capital company tax creditias the meaning atpar value or at a premium; that has an original maturity date of

unders. 560.30 (3), Stats atleast 5 years from the date on which it was issued; that has a
Note: Section 560.30,(3), Stats., “Certified Capital Company tax cret#tins rep_aymentschedule that_ IS no fa_Ster than a level principal am_ortl

the tax credit under s. 76.635, Stats. zationand, until the certified capital company may make distribu
(6) “Certified capital investmenthas the meaning under s.tionsother than qualified distributions, the interest, distribution or

560.30(4), Stats. paymentfeatures of which are not related to the certified capital

Note: Section 560.30 (4), Stats., “Certified capital investment” meaisvest ~ company’sprofitability or the performance of its investment port
mentin a certified capital company that is certified under s. 560.32 (2), Stats., and figio.
fully funds either the investarequity interest in a certified capital compamguak

fied debt instrument that a certified capital company issues, or both. (17) “Investmentdate” has the meaning under s. 560.30 (6),
(7) “Certified investor” has the meaning under s. 560.30 (5Ptats. ,
Stats. Note: Section 560.306), Stats., “Investment date” means, with respect to each

. e investmenipool, the date on which the last certified capital that is part of that-invest
Note: Section 560.305), Stats., “Certified investor” means a person who makel%entpool v?/as invested in the certified capital compagy P

acertified capital investment. “ " X
(8) “Control” means the possession, directly or indireafy § (tls8) Investmentpool” has the meaning under s. 560(3)

the_p_ower todirect or cause the direction of the ma.nagement a ote: Section 560.30 (7), Stats., ‘Investment pool” means the aggregate of all
policies of a person, whethehrough the ownership of voting investmentsf certified capital in a certified capital company that are made as part
securitieshy contract, by common management or otherwise. dthe same transaction, except that investments received more than 30 days apart
personhaving a contract or arrangement giving that person cdfynot be considered part of the same investment pool. _

trol is deemed to be in contrdespite any limitations placed by ~ (19) “Marketable securities” means both debt and equity
law on the validity of the contract or arrangement. There issgcuritiesfor which market quotations are available.
rebuttablepresumption of control if a person directlyindirectly (20) “Net profit interests'means rights to receive a percent of
owns,holds with the power to vote or holds proxies to vote 10%peratingor net profits that may be either fixed or variable, may
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providefor a minimum or maximum dollar amount per year or in (31) “Venture capital” means any type of debt financiog

total, may be for an indefinite or fixed period of time, and may bequity investment, or both.

basedupon operating or net profits in excess of a base amount. (32) “Warrantsfor future ownership” means options on the
(21) “Net worth” means assets minus liabilitiessiocordance stockor other ownership interests of thealified business which

with GAAPR. the qualified business may repurchase wdich the qualified
(22) “Primary business activity” means the investmentof businessnay be required to repurchase, at some fixed amount or

CAPCO'scertified capital primarily in qualified investmerits anamount based on a pre-agreed upon formula.

qualified businesses. Primary business activity is demonstratedfistory: Cr. RegisterJanuary2000, No. 529, &2-1-00.

by having at altimes, a minimum of 50% of total certified capital o » .

of eachinvestment pool, which has been collected in cash,-avail Comm 111.03  Certification of certified capital com -

ablefor investment in or having been invested as qualified invefi@nies. (1) APPLICATION TO BECOMEA CAPCO. (a) Any person
mentsin qualified businesses. seekingto become a CAPCO shall submit an application using the

(23) “Principal businesooperations in Migconsin” means a department@pplication form and shall provide tigormation
businesghat operateprimarily in Wisconsin at the time of the ini specified in the gppllcatlon form. . .
tial investmentind is in good standing with theistonsin depart ~ (b) The application shall be submitted with a nonrefundable
mentof financial institutions, if applicable, and meets one or mogPPplicationfee of $7,500.

of the following: (c) The applicationshall be received on a business day
(a) The business has more than 50% of its total assets locdtgfveenuly 15 and August 15 of each calendar.yéathe event
in Wisconsin: that August 15 is not a business dayplications shall be received

(b) More than 50% of the business’ revenue is allocable By the first bu5|ne§s day the.ree}fter.
apportionableo Wsconsinin accordance with Wconsin income ~ (d) If a submitted application is complete and meets the

tax law, but disregarding whether the business is taxable or tgguirementsf this chapterthe department shall grant or deny an
exemptfor Wisconsin income tax purposes, applicationfor certification within 30 business days of the date of

(c) More than 50% of the total salaries, wages and other Coﬁppllcatlon. L .
pensatiorof the business are paid tddsbnsin employees. ~ (e) If an application is determineuly the department to be
(24) “Proceedsof all capital from a qualified inVestmem|ncompleteor additional information is needed, the department

returnedto a CAPCO by ajualified business” means any Calsr?hallnotn‘y the applicant in writing within 20 business days of the

receivedby a CAPCO from a qualified business in the forrdiof eceiptof th? application. o R
idendsor other equitydistributions, interest on debt securities, 1+ If anincomplete application is completed withibusiness
debtprincipal repayments, proceeds received in foreclosure, liggySof the applicans receipt of such notice, the completion of the
uidationor dissolution, or the redemption or repurchase price pa@Plicationshall have no &ict on the date by which the certifica
for securities held by the CAPCO. tion applied for must be granted or denied.

(25) “Proceedsrom the sale of a qualified investment” means 2. If an incomplete application is not completed within 5-busi

cashreceived by a CAPCO as a result of the sale of securities(g8Sdays of theapplicants receipt of the notice, the date in which

aqualified business held by it, other than through a redemptiont@# @pplication is completed shall be the date the completed
applicationis resubmitted.

repurchasef such securities, or a nger involving the qualified

business. 3. If such information is_lot supp_lied within 120 d_ays of the
26) "Qualified business” has the meaning under s. 560.8@PPlicant'sreceipt of the written notice, the application shall be

(8)( St?’;lts.Q 9 :g'gemedmth_d_rawn and the departmesitall have no obligation to

Note: Section 560.30 (8), Stats., “Qualified business” means a business whicﬁ)@\”deadd'tlonal notices to the appllcant

aqualified business under s. 560.33, Stats. (f) If the department denies certification, the departrakal
(27) "Quialified distribution” has the meaningnder s. 560.30 includewith the denial a detailed descriptiofithe grounds for the

(10), Stats. refusal,including suggestions for removal of those grounds.

Note: Section 560.30 (10), Stats., “Qualified distribution” means a distribution or (g) Any person denied certificatias a CAPCO may appeal
t b tified capital to it ity holders f f the following: L :
payment by a certfied capltal company to 1ts equity holders for ary of the 1o me% the secretary of the department within 30 busidags of the

a) The costs of forming, syndicating, managing or operating the certified capi . " 7 .
E:o)mpany. 9 9 ging orop 9 Pdenial. The appeal shall outline why the certification should be

(b) An annual management fee that does not exceed 2.5% of the certified cagjt@nted.
company'stotal certified capital.

(c) Reasonable and necessary fees paid for professional services related to th@_z) REQUIREMENTSFOR CERT_”:K:AT'ON- The departme_nt shall
operationof the certified capital company certify a person as a CAPCO if the department determines that all
(d) A projected increase in federal or state taxes, including penalties and integsthe following conditions have been met:

on those taxes, of the equity owners of the certified capdedpany if those . . . -
amountsare related to the certified capital companywnership, management or (a) The person is partnership, corporation, trust or limited

operation. liability companywhether aganized for profit or not for profit,
(28) “Qualified investment” has the meaningder s. 560.30 thathas asts primary business activity the investment of cash in
(11), Stats. qualified businesses.

Note: Section 560.30 (), Stats., “Qualified investment” means an investment in (b) The person has a net wodhthe time of application of at
lifi i ifiedpital h. h i . P
:%%%féifjgéigess by  certifiedpital company that meets the requirements und?éast$500,00(hnd has at least $500,000 in cash, cash equwalents

(29) “Royalty rights” means rights to receive a percent gtndmarketable securities.
grossor net revenues that may be fixed or variable, may provide (€) The directors, dicers, general partners, trustees, managers
for a minimum or maximum dollar amount per year or in totaP members or persomgving a similar function are familiar with
may be foran indefinite or fixed period of time, or may be basewe requirements of this chapter and ss. 560.30 to 560.38, Stats.
uponrevenues in excess of a base amount. (d) At least 2 dicers, directors, general partners, trustees,
(30) “Unable to obtain conventional financing” means themanager®r members each have at least 2 years of experience in
businessas failed in an attempt to obtain funding from a financi#iie venture capital industry
institution or that the business cannot reasonably be expected tqe) The person has included, in anfeahg material involving
qualify for such financing under the standards of commercitile sale of securities, the statement required under s. Comm
lending. 111.04(2).
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(f) The person has paid a nonrefundable application feeasftified a total of more than $50,000,000 in investments under
$7,500. this subsection.

(g) The person agrees to maintain in the siht#isconsin an (f) Prior to August 1, 2000, theepartment may not certify an
investmentoffice and stdfactively engaged in making invest investmentunderthis subsection if, after the certification, the

ments. investor,together with all dfliates of the investgrwould have
History: Cr. RegisterJanuary2000, No. 529, &2-1-00. morethan $10,000,000 in certified capital investments.
. . ) (9) If, as a result of the limitations under p@) or (f), the
Comm 111.04 Investments in certified capital com - gepartmentmay not certify théull amount requested in applica

panies. (1) REQUIREDDISCLOSURESN SECURITIESOFFERINGS. A tionsfor certified capital investments submitted under (@ the
CAPCOshall include all of the following statements in anfeof departmenshall allocate the amounts available dertification
ing material involving the sale of securities: in order of priority based on the date on which the application was

(a) By authorizing the formation of a certified capital comfiled and not rejected or withdrawn.
pany,thestate does not necessarily endorse the quality of manage 1. |f the amounts availabler certification are institient to
mentor the potential for earnings the company and is not liable certify the full amount of all applications for certified capital
for damages or lossés a certified investor in the companyse  jnyestmentshat are submitted on the same,dag department
of the word “certified” in an déring is not a recommendation  sha|prorate theavailable amount on the basis of the amount, up
endorsementf the investment by Staté Wisconsin Department 4 $10,000,000, prior to August 1, 2000, that the investor has com
of Commerce. . . - . mittedto invest in the CAPCO under péa).

(b) Investments in a prospective certified capital company 2 Thepro rata amount certified for any one applicant shall
prior to the time the company is certified are not eligibtea certi e the product of a fraction, the numeradbmhich is the amount
fied capital company investment credit under s. 76.635, Stag§.the investment sucherson requested to be certified and the
Investmentsn a certified capital company are not eligible for &enominatorof which is the total amount dlie investments for
certified capital company investment credit under s. 76.63ghich applications were filed on the same dayiltiplied by the
Stats. unless the proposed investmentertified under s. 560.32 3mountof investments that may be certified under s. 560.32 (2)
(2), Stats., before the investment is made. In the event that cerigl) stats., after giving &fct to all investments that have been cer

statutoryprovisions are violatedhe state may require forfeiturejfieq or applications that have been filed with the department
of unused certified capitabmpany investment credits and repayprior to such day

mentof used certified capital company investment credits. (h) A CAPCO shall provide the department with evidence that
(2) CERTIFICATION OF CERTIFIED CAPITAL INVESTMENTS. (@) A it received an investment of the certified capitatash within 5

personmay apply to make a certified capital investmentin pysinessdays after the department notifies the person that the
CAPCOby providingnotice under this paragraph to the deparfpvestmentas been certified. In the event that a CAPCO does not
menton a form specified by the department. The notice shallceivean investment of capital equaling the amount of invest
include the name of the person, the namette CAPCO, the mentcertified to that investanithin 5 business days of the CAP
amountof the investment, as limited by p#f), and anyother co'sreceipt of notice from the department, the CAPCO shall so
include an undertaking by the person to make the investmefge and the certified capital investment shall be forfeited. The
within 5 business days after the department notifies the person tg@feited certified capitalnvestment amoursthall be reallocated

mittedto the department by the CAPCO on behalf of the persgteas the forfeited investment application.

making application. . o _ . (3) LIMITATION OF CERTIFIED INVESTOR INVESTMENT. A certk

(b) No CAPCO, either alone or acting in aggregate with itged investor may not, individuallyr with or through one or more
affiliates, may submit applications under p), thecumulative jffiliates, own 10% or more of the equity securities in, be a general
amountof the investments which exceetlie amount available partneror manager of, or otherwise control the investment-deci
for certification by the department as specified in (e sionof the CAPCO. This subsectidoes not preclude a certified

1. If a CAPCO submits applications under.iga), the cumu investorfrom exercising its legal rights and remedies, including

lative amount of the investments which excettdsamount avail interim management of a CAPC®, the event that a CAPCO is
ablefor certification by the department as specified in @8y the in default of its statutory or contractual obligatidaghe certified
departmenshall, not withstanding s. Commi1104 (2) (g),pro- investor.
rate the amount of the individual applicants’ investmetds  History: Cr. RegisterJanuary2000, No. 529, &f2-1-00.
reducethe cumulative amount of the investments to the amount
availablefor certification by the department as specified in par Comm 111.05 Qualified businesses. (1) QUALIFICA-

(e). TIONS. A business is a qualified business if all of the following
2. These amountsiay be subject to further proration undef€quirementsre met as of the time that a CAPCO, or afijjaié
s.Comm 11.04 (2) (g). of the CAPCO, makes its first investment in the business:

(c) Applications for certification of certified capital invest , (&) The business is headquartered in this state and its principal
mentsshall be acceptebly the department beginning on a dat®USinesperations are located in the state. _
specifiedby the department. The department shall provide to all (b) Thebusiness is in need of venture capital and is unable to
certified CAPCOs written notice of no less than 30 business dagitainconventional financing.
of the date of application. The amount requested in the applicationc) The business has no more than 100 employees, at least 75%
shallbe subject to the limits provided for under. {8t of whom are employed in this state.

(d) Investments shall be certified by the department in the (d) During its 2 most recent fiscal years, the business had,
order of the date received, not later thanldisiness days after togetherwith all of its consolidated &fiates, an average annual
application. The department shall notify the person and theetincome, after federal income taxes and excludingcany—
CAPCOwho submitted the application for certified capitelest  overlosses, of not more than $2,000,000]@®=rmined in accord
menton behalf othe person of the amount of the investment thancewith GAAP.
hasbeen certified by first class mail and facsimile. (e) The business hamgether with its consolidatedfiéifites,

(e) The department may certify an investment under this sudbnet worth that is not in excess of $5,000,000 as determined in
sectiononly if, after the certification, the department will not havaccordancevith GAAP.
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(f) The business is not predominantly engaged in professional TABLE 111.06-2A
servicesprovided by accountants, lawyers or physicians.

() The business is not engaged in the development of refl Minimum % of the
estatefor resale. Investment Date for a Investment Pool Placed in
(h) The business is not engaged in banking or lending and dogBarticular Investment Pool | Qualified Investments
not make any loans to, or investments in, certified capital-com Within 3 years at least 30%
panies. Within 5 years at least 50%

(2) DEPARTMENTOPINIONS. A CAPCO mayprior to making

an investment in a specific business, request a writi@nion (b) The proceeds of all capital from a qualifieestment

from the department thatlaisiness in which it proposes to i”"eSFeturnedto aCAPCO by a qualified business may be placed in
is a qualified business. If the department determines that the bH?wqualified investments:
al '

nessmeets theequirements under sub. (1), the department sh f 1. The portion of the proceeds aif capital from a qualified

issuea written opinion within 30 business days of the date g estment returned to a CAPCO ayjualified business that are

requeststating that the business is a qualified business. In thl h o o
eventthe department fails to issa@ opinion that the businessp'%(“:ed'n new qualified investments shall count 100% towitrds

meetsthe requirements under sub. (1) within 30 business theys, PErcentageequirements in ABLE 111.06-2A and placement of
CAPCOmay presume that the business meets the requirementg)q%(’f investments as qualified investments in ss. Cottx0B
aqualified business. and 11.10 (4) (a) 2.
History: Cr. RegisterJanuary2000, No. 529, &f2-1-00. 2. The proceeds received from the sale of a qualified invest
mentreturned to a CAPCO that are placed in a new qualified
Comm 111.06 Operation of certified capital com- investmentin another qualified business shall count 100%
panies. (1) QUALIFIED INVESTMENTS REQUIREMENTS. In order towardsthe percentage requirements IBLE 111.06-2A and
for a CAPCO to prevent disqualification under s. Conirh.10  Placemenbf 100% of investments as qualified investments in ss.
of an investment pool, the CAPCO shall engtha the invest Comm111.08 (3) and 11.10 (4) (a) 2. except as follows:
ment pool makes qualified investments in accordance with the a. The proceeds, up to a maximum of the investroest
schedulaunder sub. (2). Amvestment is a qualified investmentreceivedfrom the sale of a qualified investment returned to a

if the investment meets all of the following requirements: CAPCOwithin one yeaof the initial investment date, other than
(a) The investment is a cash investmend iualified business thosesold as part of a publicfefing, that are placed in a new
for the purchase of any of the following: qualified investment, shall count 50% towards the percentage

requirementgontained in &ble 11.06-2A and ss. Comii1.08

3) and 11.10 (4) (a) 2. Theaduction in the amount of an invest
entfor terms of certaipercentage requirements shall apply at

all times until the CAPCO has been voluntarily decertified.

1. An equity security of the qualified business.

2. A debt securityof the qualified business if the debt has
maturity of at least 5 yearand if one of the following conditions

's met: . b. Proceeds from the sale of a qualified investment that are
a. The debt is unsecured. reinvestedn that qualified business or arfilidite of that business
b. The debt is convertible inequity securities or equity par shallnot count towards the percentage requirements contained in
ticipation instruments such as options or warrants. TABLE 111.06-2A, and placement @00% of the investments as
(b) As a condition of the investmenhe qualified business qualified investments in ss. Comni1.08 (3) and 11.10 (4) (a)
agreeshot to use theroceeds from the investment for the purpos,, if suchreinvestment is made within one year of the original
of relocating its operations. investment'sreturn to the CAPCO.

(c) As a condition othe investment, the qualified business c. The proceeds received from the safejualified invest
agreesas long as the CAPCO continues to holdithvestment, ments which are returned to a CAPCO shalplesumed to be
notto relocate its headquarters out of this state. placedin the order received in subsequent qualified investments,

(d) As a condition of the investmerhe qualified business andshall be presumed to be placed in qualified investments before

agreesas long as the CAPCO continues to holditivestment, fundswhich have never been placed in qualified businesses.
to maintain at least 75% of its employees in this state. 3. For purposes of satisfying the percentage requirements of

(e) As a condition othe investment, the qualified busines§ ABLE 111.06-2A,and placement of 100% of investments ss.
agreesas long as the CAPCO continues to holditivestment, Comm111.08 (3) and 11.10 (4) (a) 2., the cumulative amoufit
to maintain at least5% of its employees at work sites that wergualifiedinvestments made by the CAPCO shall be considered.
maintainedby the qualified business at the time that the invest (c) The date funds are placed in accordance withler
mentwas made, unless the qualified business obtains an exertihl.06—2Ais the date funds are received by the qualifiéscdn-
tion from the department under this paragraph. The departmsimbusiness from the CAPCO, as evidenced by the date of a check
may grant an exemption unless it determines that the qualifiedother means of funds transférhe CAPCO shall submit all of
businesss locating theemployees at new sites to take advantadbe following information to the department within thirty days of
of lower wage rates in the areas where the new sites are locatkeldates specified inNABLE 111.06—2A:

1. The request for the exemption shal made in writing to 1. The amount of certified capital placed in qualified invest

the department and outline the specific conditions of the requestentsas of the date specified in péa); and

2. The department shall respondhe written request for an 2. The amount of the total certified capital provided by inves
exemptionwithin 30 business days after receipt of the writtetorsto the CAPCO as of the date specified ABLE 111.06—2A.
request. If the department fails to respondimhatively to the  (3) NonquaLIFIED INVESTMENTS. All certified capitalinvest
exemptionin writing, it may be presumed that the exemption igrentsin a CAPCO that are not investiedqualified investments
acceptable. may be held or invested by the CAPCO as it considers appropriate,

(2) A QUALIFIED INVESTMENT SCHEDULE. (&) A CAPCO shall exceptthat a CAPCO may not invest certified capital investments
ensurethat eaclof its investment pools makes qualified investin an insurance company or in affilefte of an insurance com
mentsaccording to ABLE 111.06 —2A. pany.
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(4) DIVERSIFICATION REQUIREMENT. A CAPCO may not make (1) QuALIFIED DISTRIBUTION. The distribution is a qualified
a qualified investment in a person if, at the time of the investmedistributionas provided in s. 560.30 (10), Stats.
morethan 15% of the total certified capital of the CAPCO would (2) WRITTEN DETERMINATION. The department made a written
beinvested in that person andiltes of that person. determination that the distribution may be madeithout

(5) RESTRICTIONSON MANAGEMENT. No CAPCO may be man adverselyaffecting the ability of the CAPCO to place,doalified
agedor controlled byor have a generglartner that is, an insur investmentsanamount equal to 100% of the certified capital in
ancecompany or an fifiate of an insurance companihis sub  theinvestment pool from which the distribution is to be made.
sectiondoes not preclude a@nsurance company or itsfilite (3) PLACEMENT OF 100%OF INVESTMENTSIN QUALIFIED INVEST-
from exercising its legal rights amémedies, including interim ments. The certified capital company has placed in qualified
managementf a CAPCO, in the event that a CAPCO is in defadibivestmentsan amount equal to 100% of the certified capital
of its statutoryor contractual obligations to the insurance €oninvestmentsn the investment pool.

panyor its afiliate. (4) DeBTPAYMENTS. The distribution is a payment of principal
History: Cr. RegisterJanuary2000, No. 529, &f2-1-00. or interestowed and due to a debt holder of a CAPCO, even if the
debtholderis also a holder of equity and even if the indebtedness
Comm 111.07 Reporting requirements and fees. is a certified capital investment.

(1) RECEIPTSOF CERTIFIED CAPITAL. AS Soon as practicable after History: Cr. RegisterJanuary2000, No. 529, &2-1-00.
thereceiptof a certified capital investment, a CAPCO shall report
all of the following to the department: Comm 111.09 Documentation and records require -

(a) Thename of the certified investor from which the certifiednents. Each CAPCO shall prepare and maintain on a current
capitalwas received, includintpe certified investos tax identi  dasisthe following records and make them available to the depart
fication number ment:

(b) The amount of the certified capital investment. (1) A complete executed comf the application in accord

(c) The dateon which the certified capital investment wagggﬁmg;c%egj?sm 11.03, any amendmenthereto and the

receivedby .the CAPCO. . . (2) Filesfor each director and principal of the CAPCO con
(d) The investment date for the investment pool of which thgjning evidence that at least 2 thie principals meet the require

certified capital will be a part. mentsof s. 560.31 (2) (d), Stats., and s. Conirh.03 (2) (d) and
(2) VIOLATIONS OF AGREEMENTSBY QUALIFIED BUSINESSES. AS .

soonas practicable after the receipt of information by the CAPCO (3) Recordsconcerning alkecurities issued by the CAPCO

thata qualified business has violated an agreement made und@jifeh include each of the following:

Comm111.06 (1)(b) to (e), the CAPCO shall notify the depart

mentof the violation and the facts giving rise to the violation.

(3) ANNUAL REPORTS. On or before Januargl annually a The date of the t tion:
CAPCOshall report all of the following to the department: © he a el 0 I € transaction, )

(a) The amount of the CAPC®tertified capital at the end of T e_tota dollar amount invested, . .
the preceding year (e) Copies of any prospectus ofesfng materiaused in con

. .nectionwith the sale of securities by the CAPCO;
Whetherthe CAP h han 15% of . . . L
(b) etherthe CAPCO has invested more than 15% of its () Evidence that theffering security contains the statements

total certified capital in any one person. requiredby s. Comm 11.04 (1),

(c) All qualified investments thahe CAPCO has made during . L
the previous calendar year and the investment pool from whlcrhgg'% iﬁgﬁggdgaeé?]tggé?nevaegs o’?se;ttlgteedaiz\éefztc?grtglet;ﬁgfn%fi

eachqualified investment was made. w

(4) FINANCIAL STATEMENTS. Within 90 days of the end of the cationnumbers and premium tax identification number
CAPCOrsfiscal yearthe CAPCO shall provide to the departmer}th e(g)p\sggwﬁif gwgl}geesatchhequﬁcl;{/lv?g t_)usmess invested in by
a copy of its annual audited financial statements, includlireg ) i g
opinion of an independent certified public accountant. The audit (&) The name of the business; o _
shallindicatethe methods of operation and conduct of the-busi (b) The location of the headquartesd principal business
nessof the CAPCO tadetermine whether the certified capitaloperationsof the business;
companyis complying with the rules under this chapiecluding (c) A description of the type of business engaged in;
whethercertified capital has been investedtie manner required  (d) Evidence that the business meets the definition of a-quali
underss. 11.06 andb60.34, Stats. The financial statements prgied business as defined by s. Comiti.0D5, including a signed
vided under this subsection shall be segregatednisgstment affidavit that the business is need of venture capital and cannot
pool and shall bewudited on that basis to allow the department {ghtain conventional financing.
determinewhether the CAPCO im compliance with s. 560.34 (e) A copy of any contractual agreement entered into between
(1m), Stats. the CAPCO and the business;

(5) Fees. Annually, on or beforglanuary 31, a CAPCO shall  (fy The amount of investment made in the business;

pay a nonrefundableertification fee of $5,000 to the department, ; : :
unlessJanuary 31 falls within 6 months of the date on which tnﬂe(r?t)at-ir:r? type of investment made along with supporting docu

CAPCO was certified under s. Comrh1103. (h) The date of the investment;

(6) EXEMPTIONS FROM RIGHTS OF INSPECTIONAND COPYING. If Y A due dil file on the busines | i
the departmentdetermines that a document submitted by a () ue diligence file on the busIness INspection, upon

CAPCOunder this section contains a trageret, as defined in s. rquest, . ) )
134.90(1) (c), Stats., that document shadit be subject to the () Copies of any prospectus ofesfng material used in cen
right of inspection and copying under s. 19.35, Stats. nectionwith the sale of securities by the business to the CAPCO,;
History: Cr. RegisterJanuary2000, No. 529, &2-1-00. (k) A summanyisting all investments made in qualified busi
nessesms of the end of each calendar year
Comm 111.08 Distributions. A CAPCO may make a dis (L) The number of jobs created each calendar year by the qual
tribution only if one of the following conditions is met: ified business.

(a) The type of the security issued;
(b) The name, address, and telephone number of the investor;
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(6) Organizational documents of the CAPCO, andny (3) DECERTIFICATION OF A CERTIFIED CAPITAL COMPANY. (&)
amendmentso these documents, as agplicable, based upon Any materialviolation of s. 560.34 (1m), (2), (3) or (4), or s.
the type of omanizational structure. These documents shdb0.35(1), (2), (3) or (4), Stats., is a ground for decertification of

includethe following, as applicable: thenoncomplying CAPCO. If the department determines that the
(a) Articles of incorporation; CAPCOis not incompliance with s. 560.34 (1m), (2), (3) or (4),
(b) Articles of oganization; ors. 560.35 (1), (2), (3) or (4), Stats., the department shall send a

written notice to the CAPCO that the CAPCO may be subject to
decertification120 days from the date on which the notiges
mailed,unless the CAPCO bringiself into full compliance with

(c) Certificate of limited partnership;
(d) Partnership agreement;

(e) Operating agreement; ss.560.34 (1m), (2), (3) or (43nd 560.35 (1), (2), (3) and (4),

() Bylaws; and Stats.,by such date. If at the end of the 120-day period, the

(9) Evidence of registration with the department of financigZAPCOis not in full compliance with ss. 560.34 (1r(8), (3) or
institutions. (4) and 560.35 (1), (2), (3) and (4), Stats., the department shall

(7) Recordsrelating to the certified capital of the CAPCOSenda notice to the CAPCO and themmissioner of insurance
which is not invested in qualified businesses. statingthat the CAPCO has been decertified. .

(8) Recordsrelating to all distributions by the CAPCO which  (b) The department may also decertify a CAPCO if the depart
includeseach of the following: mentdetermines that thapplicant, or any principal or director of

() The date of the distribution; the CAPCO, has:

(b) The amount of the distribution; 1. Molated any material provision of this chapter;

(c) To whom the distribution was paid,; 2. Madea material misrepresentation or false statement or

(d) The purpose of the distribution; concealedany essential or material fact from any person during

eE@e application process or with respeciritormation and reports
quiredof CAPCOs under this section;

3. Been convicted of, or entered a plea of guilty or nole con
tendereto, a crime under the laws of this state or any other state
or the United States or any other courdrygovernment, invol/

a fraudulent act in connection with the operation of a CAPCO,

in connection with the performance of fiduciary duties in
anothercapacity; or
: P : ; 4. Been adjudicated liable in a civil action on grounds of
Ing asset_, liability reserve,capital, and income and exlOens‘?raud, breach ofj fiduciary trust, embezzlement, mis?epresenta
accounts; tion, or deceit.

rele(l(t:i)ng';A\tI!)lzlr!I: g&gfﬁéﬁ?g?i’eoég\%%% thereof; paid and unpaid, 5. Fails to maintain the requirements of s. Comirth@3 (2)
' (@, (c), (@), and (g).

(10) Recordsrequired by this section shall be preserved for .
periodof not less than 10 years whildegftively certified with the _(C) If the department determines that the CAPCO has com

St itted any of the item in pa(b), the department shall sendit-
dcipscr:tg Stn ;[r?g roé(é; IEizttehda?n ?h%;egtrast; fter decertification as {gn notice to the CAPCO that the CAPCO maysbibject to decer

History: Cr. RegisterJanuary2000, No. 529, &f2-1-00. tification in 120 days fronthe date on which the notice was
mailed,unless the CAPCO brings itself into full compliance. If
Comm 111.10 Compliance reviews; decertification; atthe end of the 120-day period the CAPC@dsin compliance,
disqualification. (1) ANNUAL COMPLIANCE REVIEW. The the department shall send a notice to the CAPCO armbthmis
departmentshall conduct an annual review of each CAPCO tionerof insurance stating that the CAPCO has been decertified.

determineif the CAPCO is complying with the requiremenfs 4) VOLUNTARY DECERTIFICATION. (8) A CAPCO may volun

this chapter and ss. 560.30 to 560.38, Stats., to advise the CARGf) decertify itself as a CAPCO if any of the following conditions
regardingthe status of its investments as qualified investmentgemet:

andto ensure that no investment has been made in violattbisof 1. It has been at least 10 years since the last certified capital

chapter The cost of the annual review shall be paid by eaﬂli\/estment was made in the certified capi
X pital company
CAPCO according to a reasonable fee schedule adopted by the2. The CAPCO has placed in qualified investments an amount

department. o AU -
?2) DISQUALIFICATION. Any material violation of $560.34 equalto 100% of the certified capital investment in the CAPCO.

(1m), Stats., is a ground for disqualification of the noncomplyi:% (b) A CAPCO wishing to decertify itself under this subsection

(e) A statement describing how each distribution is permitt
unders. 560.36, Stats., and s. Comiri D8.

(9) Financialrecords, prepared in accordance WEAAP,
which include each of the following:

(a) Ajournalor journals, including cash receipts and disburs
ments records, and any other records of original entry forming
basisof entries in any ledger;

(b) General and auxiliarpr other comparable records; reflect

investmentpool. If the department determines that the CAPC allsend. a notice to the department certlfylngl thqt itis 'ellglble
is not in compliance with s. 560.34 (1m), Stats., and s. ComR{ decertification unde_r paa). The_ decertlfn_:atlon |_sfett|ve
111.06 (2), with respect to an investment pdbk department on the date that the notice under tharagraph is received by the
shallsend a written notice to the CAPCO that the CAPCO may BgpPartment.

subjectto decertification 120 days from the date on which the (5) EFFECTOFDECERTIFICATION. Decertification of a CAPCO
noticewas mailed, unless the CAPQ@ings itself into full com  or disqualification of an investment pool has theeis specified
pliancewith s. 560.34 (1m), Stats., and s. Comth.Q6 (2) by ins. 76.635 (4), Stats.

suchdate. If at the end of the 120-day period, the CAPG®tis  (6) NOTICES TO CERTIFIED INVESTORS. The departmenshall

in full compliance with s. 560.34 (1m), Stats., and s. Cot0B  notify a certified investor whethe CAPCO tax credit arising
(2), the department shall send a notice to the CAPCO and the c@dm a certified investment is no longer subject to recapture and
missionerof insurance stating that the CAPCO has tarerti  forfeiture under s. 76.635 (4), Stats.

fied. History: Cr. RegisterJanuary2000, No. 529, &2-1-00.
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